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IBRD Loans in Belgian Congo 


The World Bank on March 30 made three loans 
totaling the equivalent of $40 million in the Belgian 
Congo to develop African agriculture and improve 
transportation. One loan is for an agricultural pro- 
gram which will directly benefit African farmers by 
raising the productivity of their farms and expanding 
the production and processing of cash crops and cattle. 
The two other loans are for the improvement of trans- 
portation both as a means to facilitate international and 
internal trade and to aid the further growth of African 
agriculture. Road and rail transport, river navigation, 
and ports will be improved in various parts of the 
country and 75 new feeder roads will be built to con- 
nect newly opened agricultural areas with rail and river 
arteries. 

Two of the loans, one of $7 million for agriculture 
and the other of $28 million for transport, were made 
to the Government of the Belgian Congo. The third, 
for $5 million, was made to the Office d’Exploitation 
des Transports Coloniaux (Otraco), a government 
agency which operates extensive rail and river transport 
services in the Congo. All three loans carry the guar- 
antee of the Kingdom of Belgium; the Otraco loan is 
also guaranteed by the Belgian Congo. 

Ten European and U.S. banks are participating in 
the loan, without the World Bank’s guarantee, for a 


Europe 
U.K. Balance of Payments 


Provisional estimates of the United Kingdom’s bal- 
ance of payments for the fourth quarter of 1959 show 
an adverse movement of £233 million in the external 
monetary position. Reserves fell by £196 million while 
overseas sterling holdings rose by £62 million. The 
sterling holdings of the countries of the rest of the 
sterling area went up by £27 million—the fifth succes- 
sive quarterly rise—and those of non-sterling countries 
by £35 million. Other monetary movements were fav- 
orable to the extent of £25 million. A large part of the 
change in the external monetary position was due to 
government debt transactions, including the advance 
repayment of £89 million to the Export-Import Bank 
of Washington and the service at the end of the year 
of £66 million on the U.S. and Canadian loans. 

The balance on visible trade is estimated as a deficit 
of £17 million. The deficit is less by £24 million, as a 
result of seasonal influences, than in the third quarter 


total amount equivalent to $5,720,000, covering maturi- 
ties which fall due between April 1, 1962 and April 1, 
1972. The participating banks include the Netherlands 
Trading Society (Amsterdam), De Twentsche Bank 
(Amsterdam), The Chase Manhattan Bank, Krediet- 
bank (Brussels), Banque d’Investissements Privés 
(Geneva), Société Financiére de Transports et d’Entre- 
prises Industrielles (Brussels), Central National Bank 
of Cleveland (Cleveland, Ohio), I. D. Herstatt, K.G. 
a.A. (Cologne), and Compagnie Générale d’Entreprises 
Electriques et Industrielles (Brussels). The participa- 
tion by the Netherlands Trading Society is in Dutch 
guilders. 

Both loans to the Belgian Congo are for a term of 
12 years, with amortization of the $7 million agricul- 
tural loan beginning in April 1964 and of the $28 mil- 
lion transport loan in April 1963. The $5 million 
Otraco loan is for a term of 10 years, with amortization 
beginning in April 1962. All three loans bear interest 
of 6 per cent per annum, including the 1 per cent com- 
mission which is allocated to the Bank’s Special Reserve. 


International Bank for Reconstruction and 
Development, Press Release, Washington, 
D.C., March 30, 1960. 


Source: 


In comparison with the fourth quarter of 
1958, however, there was a deterioration of £30 mil- 
lion; imports, which continued to rise with increased 


of 1959. 


production and stockbuilding, were £107 million 
higher, while exports were only £77 million higher, 
than a year before. Government net expenditure abroad 
on invisibles was little changed, but other net invisible 
income fell, partly for seasonal reasons. In the identi- 
fied balance of payments on current account there was 
a deficit of £18 million, compared with a surplus of 
£37 million in the fourth quarter of 1958. 


Net long-term investment abroad, which includes 
repayment of past loans, is estimated at £196 million 
for the fourth quarter of 1959. This includes the loan 
repayment to the Export-Import Bank and the capital 
part—£27 million—of the service of the U.S. and 
Canadian loans. Net private investment overseas was 
maintained at a high rate. 


Source: The Financial Times, 


March 19, 1960. 


London, England, 
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U.K. Trade 


The value of exports from the United Kingdom in 
February, £296 million, was more than £20 million 
less than in January, while the value of imports, 
£364 million, was only £3 million less and this small 
decline was almost exactly matched by the fall in 
re-exports. Consequently, the trade deficit was £59 mil- 
lion, £20 million more than in January. If allowance 
is made for seasonal factors, exports were only slightly 
less than in January while imports were some 10 per 
cent greater. In the past three months, imports have 
been growing faster than exports. In this period, ex- 
ports were 442 per cent higher than in the previous 
three months and 9 per cent above the 1959 average, 
whereas the increases in imports were 5 per cent and 
12 per cent, respectively. This has affected the trade 
deficit, which, after averaging £39 million in the first 
quarter of 1959, falling to about £35 million in the 
second quarter, and then rising to about £50 million in 
the last two quarters, has averaged about £50 mil- 
lion a month so far in 1960. 

The main cause of the recent rise in imports has been 
the rise in industrial production. Compared with a 


year earlier, the increase in the value of imports in the 
three months December to February averaged £44 mil- 
lion a month. More than 80 per cent of this increase 
was accounted for by higher imports of basic materials 
and manufactures bought mainly for further processing 


in the United Kingdom. These imports have been re- 
quired not only for the increase of production but also 
for the rise in stocks and work in progress, which is 
almost automatically associated with higher production. 
For example, more ferrous and nonferrous metals, 
chemicals, and textiles have been brought into the 
United Kingdom for these reasons. At the same time, 
the demand for finished manufactures, for both con- 
sumption and investment, has continued high. 

Sources: The Times, London, England, March 15 and 

24, 1960. 


Economic Developments in the Netherlands 


The Central Planning Bureau of the Netherlands 
Government, when publishing its forecasts for 1960, 
stated that in 1959 the expansion of economic activity 
exceeded expectations and that the economy is now 
approaching full employment. Industrial production 
last year exceeded that in 1958 by some 6 per cent. 
Although agricultural output was some 8 per cent less 
than in 1958 because of adverse weather conditions, 
over-all employment rose, and at the end of the year 
unemployment was well below that at the end of 1958. 
Some strains are already apparent in certain industrial 
sectors. 

Real income is provisionally estimated to have in- 
creased by some 6 per cent in 1959. Private investment 
was substantially higher than in 1958, and inventories 
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increased. Private consumption also rose considerably. 
The volume of both exports and imports was some 
12 per cent greater than in 1958, and there was some 
improvement in the terms of trade. The balance of 
payments surplus on current account in 1959 is esti- 
mated at f. 1.8 billion (nearly US$475 million), some 
f. 200 million more than in 1958. In contrast to 1958, 
however, there was a net deficit in capital transactions, 
mainly because of reduced sales of securities abroad 
and a large net outflow of short-term funds seeking 
higher returns abroad. Central gold and foreign ex- 
change reserves declined slightly, while the foreign 
balances of commercial banks increased. 


The forecasts for 1960 take account of changes in 
government price and wage policies (see this News 
Survey, Vol. XII, p. 12). In January 1960, controlled 
wages (and pensions and allowances) were increased 
to compensate for a rise in the cost of living caused by 
an increase in rents and the abolition of consumer sub- 
sidies on milk. Further wage increases to be negotiated 
industry by industry will be allowed only to the extent 
that they could not lead to an increase in prices. The 
Planning Bureau estimates that under this system there 
will be an average increase in wages of some 5 per cent 
in 1960, and that the upward pressure on the general 
level of prices will be very small. The average wage 
increase will not exceed the expected average increase 
in productivity. 

The increase in the volume of domestic consumption 
and investment is expected to grow more rapidly than 
total production, and the balance of payments surplus 
on current account to diminish to some f. 0.7 billion. 
imports will increase considerably more than exports, 
and the rate of increase of exports will slow down at 
the end of 1960, when the shortage of available man- 
power is expected to make itself increasingly felt. As 
the volume of investment rises further, demand in the 
capital market will be greater, while fewer savings will 
be available to meet this demand. The Planning Bureau 
is of the opinion that spending in 1960 will be kept 
within the limits of available resources. However, 
there are certain forces at work which might give rise 
to overspending, and the economy may require some 
corrective “steering” if inflationary pressures are to be 
avoided. 


Source: Centraal Planbureau, Centraal Economisch 


Plan, 1960, The Hague, Netherlands, Febru- 
ary 1960. 


Swiss Bank Rate Policy 


The president of the board of the Swiss National 
Bank stated at the Bank’s annual meeting that the 
question of increasing the Swiss bank rate had not been 
a topical issue in Switzerland. The renunciation of 
measures affecting interest rates had been based on the 
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view that credit expansion could be better controlled 
through a reduction in the volume of money than by 
bank rate action. Furthermore, there had been no need 
for an immobilization of bank funds since a natural 
margin had been created between Switzerland and other 
countries as a result of the rise in interest rates abroad. 
This had exerted a considerable influence in the direc- 
tion of reducing the Swiss volume of money. From 
mid-January 1959 to the end of February 1960, 
Swiss currency holdings declined by Sw F 965 million, 
or 10.5 per cent. 

Source: The Times, London, England, March 22, 1960. 


Economic Conditions in Denmark 


The annual report of the National Bank of Denmark 
notes steadily increasing boom conditions since the 
autumn of 1958 and increased activity in practically all 
sectors of the Danish economy. In 1959 the growth in 
demand exceeded the rise in production. The increase 
in consumption and building activity exerted the great- 
est influence on the level of activity. In order to restrain 
the increase in activity, the Government in May 1959 
placed restrictions on public building. In June it placed 
government bonds with the National Bank so that the 
latter, by resale to the market, could put pressure on 
the market to raise interest rates. In September further 
restrictions were placed on public building activity, and 
the National Bank raised its discount rate from 42 per 
cent to 5 per cent. Since demand still remained strong, 
and the foreign exchange position had begun to deterio- 
rate, the discount rate was raised by a further %2 per 
cent, to 5% per cent in January 1960. 

The report stresses that the objective of combining a 
high level of employment and satisfactory growth with 
price stability and balance of payments equilibrium 
cannot be achieved if the increase in private incomes 
and public services exceeds the rise in production. The 
appreciable improvement in the terms of trade be- 
tween the middle of 1957 and the end of 1959 made it 
possible for a sharp increase in consumption to be 
combined in the last two years with a substantial im- 
provement in the foreign exchange position. Moreover, 
in this period there was a margin of spare capacity of 
manpower and plant. The situation is now changed, 
since the terms of trade are turning slightly against 
Denmark and there is full employment—in some cases 
even overemployment—in most sectors of the economy. 
In these circumstances an increase in demand can lead 
only to rising prices and costs and a weakening of the 
external payments position. The National Bank says 
that foreign exchange reserves, though greater than in 
the past, are still moderate in relation to foreign trade 
turnover and provide no very effective cushion for bad 
times; it advises against allowing the foreign exchange 
position to deteriorate at a time when the terms of trade 
are still relatively satisfactory and employment high. 


Investment expenditure was at a high level in 1959, 
and large and increasing investment expenditure is an 
essential condition for further progress. A slower growth 
of both public and private consumption is needed in 
order to safeguard the country’s long-term welfare. 
The National Bank states that so long as the danger of 
excessive demand remains there is no scope for a 
reduction of the budget surplus in a manner that would 
further stimulate consumption. Fears have been ex- 
pressed in some quarters that the tightening of liquidity 
arising from the prospective budget surplus and falling 
foreign exchange reserves would hamper investment 
and threaten employment. The Bank states, however, 
that there is nothing to suggest that monetary conditions 
have in fact become too tight, and if there were any 
indication that liquidity was becoming inadequate, the 
National Bank would take steps to redress the situation 
by granting credits to the banks and intervening appro- 
priately in the bond market. 

Source: Bgrsen, Copenhagen, Denmark, March 17, 
1960. 


Norway's Balance of Payments 


Provisional balance of payments figures for Norway 
for 1959 show a current account deficit of NKr 580 mil- 
lion (US$81 million), compared with NKr 1,096 mil- 
lion ($153 million) for 1958. Net capital receipts 
amounted to NKr 903 million, and foreign exchange 
reserves increased, by NKr 371 million, to a total of 
NKr 2,798 million ($392 million) at the end of the 
year. Exports increased by more than NKr 550 mil- 
lion and imports by about NKr 40 million. Net freight 
earnings in foreign exchange increased by NKr 110 mil- 
lion, and the surplus on account of other services fell 
by NKr 10 million. Average export prices for goods 
and services were 34% per cent lower than in 1958, 
and import prices fell by 2 per cent. The terms of 
trade deteriorated by 12 per cent, although on visible 
trade alone (excluding ships) they showed a slight 
improvement; these contrasting movements were due 
mainly to the gradual termination of favorable long- 
term charters, as a result of which more and more ships 
were having to operate at the less favorable current 
rates. 

Source: Norges Handels og Si¢fartstidende, Oslo, Nor- 
way, March 3, 1960. 


Government Loan in Sweden 


On March 16, subscription lists were opened in 
Sweden for a 5% per cent government loan which has 
a maturity of 15 years, with an option for the Govern- 
ment to effect a conversion operation at the end of 
10 years. The issue is being made at par. The loan is 
intended to be taken up not only by institutional 
investors, but also by private investors. Bonds are be- 
ing offered in denominations of SKr 10,000, SKr 5,000, 
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SKr 1,000, and SKr 500. In order to give small savers 
a chance to subscribe, SKr 500 bonds are being issued 
with facilities for installment payments up to 5 months. 
No fixed loan amount has been announced; the authori- 
ties have reserved the right to stop subscriptions and 
even to reduce the amounts subscribed. 

In presenting the loan, Mr. Westerlind, chairman of 
the committee set up by the Finance Minister to advise 
on measures to encourage long-term saving through 
the acquisition of bonds, stated that there had been a 
shortage of long-term capital throughout the postwar 
period. The problem had to some extent been solved 
by chaneling bank funds into the long-term market, 
but savings had nevertheless been inadequate. In con- 
sequence of the inflationary trend and the level of 
interest rates, the traditional bond market had not 
proved sufficiently attractive to private investors. Now, 
however, prices have become fairly stable and interest 
rates have hardened so that conditions seemed favorable 
for a new attempt to encourage investment in bonds. 
It was pointed out that the rate of 5% per cent is the 
highest to be attached to a domestic government issue 
since 1921. 

By March 23, more than SKr 1 billion had been 
subscribed to the new loan, the highest amount which 
has ever been subscribed to a Swedish Government 
loan, and considerable additional subscriptions are 
expected before the subscription lists are closed. One 
half, about SKr 500 million, of the total amount sub- 
scribed so far has already been received by the Swedish 
Debt Office. This money has been used to redeem 
treasury bills held by the commercial banks and for 
a substantial repayment of the Debt Office’s debt to 
the central bank. 


Svenska Dagbladet, Stockholm, Sweden, 
March 16 and 24, 1960. 


Spain's IFC Membership 


The Articles of Agreement of the International 
Finance Corporation were signed in Washington on 
March 24 on behalf of the Government of Spain by 
the Spanish Minister of Foreign Affairs. Spain’s sub- 
scription to the Corporation is 1,108 shares with a 
total par value of $1,108,000. This subscription brings 
the total subscribed capital of IFC to $96,506,000. 
Spain is the fifty-ninth nation to complete its member- 
ship in the Corporation. 


Source: International Finance Corporation, Press Re- 
lease, Washington, D.C., March 24, 1960. 


Middle East 
Trade and Payments Agreement Between U.A.R. and Italy 


By a protocol signed recently in Rome, the trade 
and payments agreement of April 1959 between the 
Egyptian Region of the United Arab Republic and 


Sources: 
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Italy has been extended and its scope expanded to 
allow for greater participation by Italy in the Egyptian 
Region’s development plans. The 1959 agreement pro- 
vided that, to ease the pressure on its foreign exchange 
reserves, Egypt’s adverse balance of trade with Italy— 
then amounting to LE 18 million—would be repaid in 
10 yearly installments. The new agreement extends 
this period from 10 to 16 years for payments for wheat 
received from Italy in recent years. It has also 
been agreed that the Italian credit will be used, in 
the first place, to finance a land reclamation scheme 
(150,000 acres in lower Egypt) undertaken with the 
participation of an Italian firm. 


In recent months, Italy has stepped up considerably 
its imports of Egyptian cotton. In the first six months 
of the current cotton season (ended February 29), 
imports amounted to more than 28,000 bales, exceed- 
ing those in the entire 1958-59 season. 


Source: Middle East Economic Digest, London, Eng- 
land, March 18, 1960. 


Economic Developments in Israel 

Israel’s gross national product at fixed prices in- 
creased by 11-12 per cent in 1959, the largest increases 
being in industry (14 per cent) and agriculture (16 per 
cent). About one third of the additional industrial 
production was exported, and increased agricultural 
production made it possible to stop imports of butter 
and cheese and to reduce imports of meat, cotton, 
and sugar. 


Both employment and output per employee increased 
by 5-6 per cent. Wages per employee rose by an aver- 
age of 6 per cent, as a result of increased premium 
and bonus payments and higher seniority and cost of 
living allowances. The price level has remained practi- 
cally stable, because of the slowing down of the rate of 
expansion of the money supply, which in turn was 
attributable to the fact that the Government was able to 
abstain from having further recourse to bank credit. 
Private consumption in 1959 was some 11 per cent 
greater than in 1958 while investment remained 
unchanged. 


The National Budget for 1960, prepared by the 
Research Department of the Bank of Israel and the 
Economic Advisory Office of the Ministry of Finance, 
envisages an 8 per cent increase in production in 1960, 
a 15 per cent increase in exports, a 4 per cent increase 
in private consumption per capita, higher over-all in- 
vestment, mainly as a result of the delivery of ships 
which have been ordered with reparations from Ger- 
many, and relatively stable prices. 


Source: Israel Office of Information, Israel Digest, 
New York, N.Y., March 4, 1960. 
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Far East 
Indo-Pakisian Trade Agreement 


A trade agreement signed in New Delhi on March 21 
by representatives of India and Pakistan will replace 
the agreement that expired on January 31. Under the 
new agreement, which becomes effective immediately 
and will be valid for two years, most-favored-nation 
treatment will be accorded to the commerce of each 
signatory. 

A protocol to the agreement supersedes the limited 
payments agreement signed in Karachi in Decem- 
ber 1959 (see this News Survey, Vol. XII, p. 218); 
the value of the commodities to be exchanged under 
this protocol has been raised from Rs 20 million 
(US$4.2 million) to Rs 41 million ($8.6 million) for 
each side. Under this arrangement, Pakistan has agreed 
to supply India with Rs 10 million worth of jute cut- 
tings and to raise the ceiling for cotton from Rs 10 mil- 
lion to Rs 15 million. India has agreed to supply 
Pakistan with Rs 10 million worth of iron and steel 
and has raised the ceiling for cement and biri (in- 
digenous cigarette) leaves from Rs 7 million to 
Rs 15 million. The list of items to be exchanged has 
been enlarged to cover inter alia the following items: 
betel leaves, films, fish (dried and salted), drugs and 
medicines (Ayurvedic and Unani), rock salt, betel 
nuts, and kapok from Pakistan, and betel leaves, films, 
spices, groundnut seeds, and stone boulders from India. 

As in the previous agreement, the two Governments 
have entered into special arrangements, by means of a 
second protocol, under which India will supply coal, 
hard and soft wood, and stone boulders to Pakistan, 
and Pakistan will supply raw jute to India, the quantity 
and value of the jute to be determined as previously. 
In spite of India’s difficulties with regard to the move- 
ment and supply of coal, it has agreed to make avail- 
able to Pakistan by rail and by sea an additional quan- 
tity of 30,000 tons of coal a month over and above 
the 100,000 tons a month to be made available in 
accordance with the provisions of the last trade agree- 
ment. Similarly, Pakistan has agreed to supply addi- 
tional quantities of raw cotton to India. 

The question of the extension of border trade arrange- 
ments, provided for under Schedule D of the last trade 
agreement, for meeting the day-to-day requirements of 
the people living within the ten-mile belt of the border 
between East Pakistan on the one hand and West 
Bengal, Assam, and Tripura on the other was also 
discussed. The Pakistan delegation felt that border 
trade did not lead to bona fide trade, but they agreed 


to hold further consultations on this subject. 
Source: Information Service of India, I/ndiagram, 


Washington, D.C., March 23, 1960. 


U.S. Agricultural Commodity Agreement with India 


The U.S. Department of Agriculture announced on 
March 21 a supplemental agreement with India which 
provides for financing the sale of $7,770,000 worth 
(including certain ocean transportation costs), or about 
60,000 tons, of rice for Indian rupees. The agreement 
was negotiated under Title I of the Agricultural Trade 
Development and Assistance Act of 1954 (Public 
Law 480) and supplements the agreement announced 
on November 13, 1959 (see this News Survey, 
Vol. XII, p. 177). 


Source: Information Service of India, JIndiagram, 
Washington, D.C., March 22, 1960. 


Planned Investment in Thailand 


Figures, published recently, relating to Thailand’s 
three-year and six-year plans (see this News Survey, 
Vol. XII, p. 251), show that total investment over the 
period 1961-66 is scheduled to amount to B 14,100 mil- 
lion, or 25 per cent of expenditures budgeted for that 
period. The plans are divided into sections relating to 
various sectors of the economy. In agriculture, irriga- 
tion facilities will be expanded, production increased, 
techniques improved, crops diversified, forests rationally 
exploited, livestock farming encouraged, and rural 
settlements developed. The cooperative movement will 
be extended. In industry, there are plans to promote 
private investment in industries using domestic raw 
materials, to survey natural resources, to train skilled 
labor, and to promote home industries. The Govern- 
ment will not set up new state industries in competition 
with private enterprise. 


Completion of the Yan Hee hydroelectric project is 
planned, and there would be cooperation with the 
United Nations in surveying the resources of the 
Mekong and in making cheap power available through- 
out the country. In the communications sector, land, 
water, and air transportation would be improved, with 
emphasis on the improvement of existing highways. 


Electric and water supply services and facilities would 
be placed under municipal control and would be sub- 
sidized by the Government in the beginning; as the 
services become self-supporting, income from them 
would be used to improve them. 


Plans for improvement of the trading system call for 
the standardization of the quality of export commodi- 
ties, the promotion of exports, the stabilization of com- 
modity prices, the setting up of producer and consumer 
cooperatives, and the promotion of greater participation 
in commerce. 


Government spending would be restrained, and 
through strict tax collection and reorganization of the 
system of taxation, the Government would increase its 
income for investment purposes. Efforts would be made 
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to improve the health of persons in rural areas, and to 
expand, under UN auspices, medical facilities to com- 
bat leprosy, yaws, tuberculosis, and malaria. 

A program of low-cost housing for wage earners 
and of assistance to low-income groups, orphans, the 
aged, and victims of various natural and other dis- 
asters is proposed. 

Source: The Bangkok Post, Bangkok, Thailand, Janu- 
ary 29, 1960. 


Malayan Currency Agreement 

Delegates representing the Federation of Malaya, 
the United Kingdom, Singapore, Brunei, North Borneo, 
and Sarawak, at a series of meetings held recently in 
Kuala Lumpur to revise the Currency Agreement of 
1950, agreed to recommend to the respective Govern- 
ments a new agreement to permit continuation of the 
present arrangement. The draft agreement enables the 
Board of Commissioners of Currency to invest up to a 
total of $M 300 million (see this News Survey, 
Vol. XII, p. 265) in locally issued securities of any of 
the participating Governments; but not more than 
$M 100 million is to be invested in each of the first 
three years of the agreement. The total assets of the 
Board now exceed $M 1,100 million. The currency 
would continue to be backed mainly by sterling assets; 
the Malayan currency will continue to be linked to 
sterling at the rate of $M 1 equals 2s. 4d. 


Source: Embassy of the Federation of Malaya, News 
Bulletin, Washington, D.C., March 1, 1960. 


Foreign Investment Guarantees in Korea 


An Investment Guarantee Agreement between the 
Governments of Korea and the United States was 
signed on February 19, 1960. The Agreement, in con- 
junction with the Foreign Investment Encouragement 
Law promulgated on January 1, 1960 (see this News 
Survey, Vol. XII, p. 256) and the Treaty of Friend- 
ship, Commerce, and Navigation concluded with the 
United States in 1957, is expected to encourage U.S. 
private investments by providing protection to U.S. in- 
vestors against the risks of currency inconvertibility 
and of loss through expropriation. The Agreement 
provides that the Governments of Korea and the United 
States will consult with respect to investments which 
are proposed by U.S. investors for guarantee, and that 
no guarantee will be granted by the United States with- 
out approval of the Korean Government; when a guar- 
antee is granted and if the U.S. Government makes 
payment in U.S. dollars to any person under a guaran- 
tee, the Korean Government will recognize the transfer 
to the U.S. Government of any right, title, or interest 
of such person in assets, currency, credits, or other 
property for which such payment has been made. 

Guarantees will be issued in the form of a contract 
between the investor and the Export-Import Bank of 
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Washington. While the International Cooperation 
Administration (ICA) will administer the program 
and lay down the terms of guarantee contracts, the 
Export-Import Bank will act as agent for the Director 
of the ICA in executing and administering them. For 
the investor to get a guarantee, the ICA must certify 
that the investment contributes to the promotion of 
trade, economic development, production, the standard 
of living, and technical efficiency. 

It is reported that, with a view to obtaining an 
investment guarantee, one U.S. oil company has already 
secured the approval of the Korean Government for 
the construction of an oil refinery, the first of its kind 
in Korea, with a daily capacity of 15,000 barrels, suffi- 
cient to meet all nonmilitary petroleum consumption 
demands. The project, is to be a joint enterprise in 
which the Korean Petroleum Company, the only firm 
distributing petroleum products in Korea, and the 
U.S. oil company will share, and will cost $13 million 
in foreign currency plus about $2.5 million in local 
currency. It is proposed that the U.S. company pro- 
vide $8 million of the total cost. After completion, 
which is expected in 1964, the refinery should be able 
to produce yearly 170 million gallons of gasoline, kero- 
sene, diesel oil, heating oil, lubricating oil, and grease. 
Korea at present consumes about 160 million gallons of 
petroleum products per year at a cost of $24 million. 


Sources: The Korean Republic, Seoul, Korea, Febru- 
ary 20 and 22, 1960; The Journal of Com- 
merce, New York, N.Y., March 18, 1960. 


Japan's Rice Imports 

Japan’s rice imports declined sharply in 1959, reflect- 
ing increased domestic production. At 280,000 tons, 
imports in 1959 were about one third of the 1954-58 
average. The 1959 imports were chiefly from China 
(Taiwan) and Thailand, and to a much smaller extent 
from Burma, Spain, Viet-Nam, and Cambodia. In 
1959, as in 1958, there were no imports from the 
United States. 


Source: Department of Agriculture, Foreign Crops and 
Markets, Washington, D.C., March 21, 1960. 


Philippine Exports of Coconut Products 


Philippine exports of copra and coconut oil during 
the first two months of 1960 totaled 95,326 long tons 
(oil basis), an increase of 65 per cent over the same 
period of 1959. Copra exports of 136,729 long tons 
were 80 per cent more, while coconut oil shipments of 
9,187 tons were 8 per cent less. The principal cus- 
tomers for Philippine copra were the Netherlands and 
the United States; all the coconut oil exported was 
taken by the United States. Desiccated coconut ship- 
ments of 6,220 short tons in January and February 
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were about 60 per cent more than in January and 

February 1959. 

Source: Department of Agriculture, Foreign Crops and 
Markets, Washington, D.C., March 21, 1960. 


United States 
U.S. Balance of Payments 


The deficit in the U.S. balance of international pay- 
ments in 1959 amounted to $3.7 billion, about 
$300 million more than in 1958. (The 1959 deficit 
figure is exclusive of the $1,375 million additional 
subscription payment to the International Monetary 
Fund.) The rise in the deficit in 1959 resulted mainly 
from a $2.5 billion increase in payments for imports 
of goods and services; exports rose by only $150 mil- 
lion. The principal offsets to payments for larger im- 
ports were a reduction in the outflow of private capital, 
larger receipts from foreign investments in the United 
States, and advance repayments of foreign debts to the 
U.S. Government; these offsets amounted to $2 billion. 


The year was characterized by rather marked shifts 
in the payments situation. In the first half imports 
were rising, and in the second quarter the deficit 
reached a new high annual rate of about $5 billion. 
Imports, seasonally adjusted, leveled off after the sec- 
ond quarter; this development, in combination with a 
rise in exports which had started earlier in the year 
and a decline in the outflow of private capital, brought 
some reduction in the deficit in the third quarter. Dur- 
ing the final quarter, exports fell mainly as a result of 
temporary factors, such as the dockworkers’ and steel 
strikes. However, with extraordinarily large inflows of 
capital—particularly advance repayments of foreign 
debts—the deficit was reduced further. Exports rose 
again in December. 


Even though exports may continue at the rates of 
December 1959 and January 1960, they are not likely 
to be high enough to establish a balance in U.S. foreign 
transactions. To achieve this end, further efforts to 
strengthen competitive positions in foreign and domestic 
markets are essential. Measures designed to realize 
this goal and to alter other parts of international trans- 
actions which are contributing to the current adverse 
balance are currently being taken. 


Source: Department of Commerce, Press Release, 


Washington, D.C., March 21, 1960. 


Latin America 
Mexican Long-Term Financing in U.S. Capital Market 


The Mexican Government, through the Ministry of 
Finance and Public Credit, has announced that the 
Prudential Insurance Company of America and Nacional 
Financiera, a development institution owned by the 


Mexican Government, are engaged in a $100 million 
financial operation whereby the U.S. insurance com- 
pany is to take up Nacional Financiera dollar bonds to 
this amount. The bonds are to bear interest of 6% per 
cent per annum and are to be repayable in 20 semi- 
annual installments beginning 512 years after the date 
of issuance. Nacional Financiera intends to use these 
funds to finance selected development projects. Accord- 
ing to the official communiqué, no conditions have been 
attached as to the manner in which the funds are to be 
spent or where they are to be disbursed. 


This is the first time in the last 50 years that Mexico 
has obtained long-term financing of this magnitude in 
the U.S. private capital market, and also the first time 
that the Prudential Insurance Company of America 
has entered into long-term investments outside the 
United States and Canada. 


Source: Nacional Financiera, $.A., El Mercado de 
Valores, Mexico, D.F., March 7, 1960. 


Fiscal Policy in Peru 


The Peruvian Government on March 5 authorized 
an S/. 250 million issue of treasury bills, with maturi- 
ties of six and nine months and bearing interest at 
10 per cent per annum. The bills are dated March 15 
and have been issued in two series of S/. 125 million 
each, maturing September 15 and December 15, 1960, 
respectively. They are exempt from all income and 
transfer taxes and carry an automatic redemption guar- 
antee for the payment of internal taxes. 


This is the first issue of a new type of government 
security, for which special authority was granted by 
Congress in January 1960 under Law 13309 and which 
is designed to finance temporary fiscal needs. In accord- 
ance with Law 13309, the Treasury may issue new 
securities up to an amount equal to one sixth of the 
ordinary revenues estimated in the budget. In 1960, 
this would amount to S/. 873 million. The new securi- 
ties may be issued with maturities up to five years 
and bear interest up to 12 per cent per annum. The 
main purpose is to avoid undesirable credit extension 
to the Government by the Peruvian banks, even for 
temporary deficiencies in fiscal revenues. 


As of March 11, the closing date for subscriptions, 
the registered demand for the new treasury bills was 
reported to be S/. 409 million, or 64 per cent more 
than the authorized issue. An unofficial estimate puts 
the amount subscribed by small individual investors 
at S/. 100 million. The creation of a strong and flexible 
short-term securities market in Peru is one of the major 
benefits expected from the new policy. 


Sources: La Prensa, March 5, 1960, and La Tribuna, 
March 12, 1960, Lima, Peru; Diario Las 
Américas, Miami, Florida, March 16, 1960. 
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Partial Settlement of Spanish Debi to Argentina 


Argentina and Spain have signed an agreement 
aimed at liquidating the major part of an old debt of 
Spain to Argentina which arose out of substantial 
sales of Argentine agricultural products, principally 
wheat, to Spain on credit during 1946-48. Under a 
1948 protocol, the balance in favor of Argentina was 
expressed in Spanish pesetas and was transferred to a 
special peseta account. Owing to the depreciation of 
the peseta, the balance had dwindled to a quarter of 
its original dollar value by February 1958, when a new 
protocol was signed expressing the debt in U.S. dollars 
at the rate of 42 pesetas per dollar, compared with the 
rate of 10.95 pesetas at the time of the 1948 protocol. 
The 1958 protocol stipulated that 35 per cent of all 
current payments due by Argentina to Spain, plus 
certain other payments, would be credited toward pay- 
ment of the debt. Since the provisions of this protocol 
for amortizing the balance proved ineffective, the proto- 
col has been replaced by a new agreement. 

Under this January 1960 agreement, Argentina will 
purchase ships to be built by Spain at an estimated 
total cost of $60-65 million; 56 per cent of this total 
cost will be financed by drawing down the above- 
mentioned credit balance, which amounts to some 
$44 million. The ships to be constructed include three 
tankers (19,600 tons each), eight cargo ships (8,250 
tons each), and several smaller vessels. 

Sources: El Economista, October 10, 1959, The Re- 
view of the River Plate, January 30, 1960, 
and La Nacién, January 30 and March 5, 
1960, Buenos Aires, Argentina. 


Other Countries 


Gold Production in Australia 
The mine production of gold in Australia in 1959 
was 1,089,574 fine ounces, compared with the postwar 
peak of 1,117,742 fine ounces in 1954. The value of 
refinery production of new gold of Australian origin 
was £A 16.7 million in 1959, about the same as in 1958. 
During 1959, 37,346 fine ounces were sold in overseas 
premium markets. The quantity of gold sold in these 
markets has fallen in recent years, following a decline 
in premium prices offered; in 1959, the average price 
for which Australian gold was sold in the premium 
markets was £A 15 12s. 10d., while the price at 
Australian mints was £A 15 12s. 6d. 
Source: Commonwealth Bureau of Census and Statis- 
tics, The Gold Mining Industry, 
1959, Canberra, Australia. 


Australia 


South African Gold Production 

Production of gold by South African mines, which 
had decreased during November and December 1959, 
started to rise again in January 1960, to 1,735,761 fine 
ounces, valued at £21.7 million. The native labor force 
employed by members of the Witwatersrand Native 
Labor Association Ltd. was 372,000, 22,000 more 
than in January 1959. 


Source: The Standard Bank of South Africa Limited, 
The Standard Bank Review, London, England, 
March 1960. 


Liberalization of Dollar Imports info Ghana 

From March 14 all goods, except arms and ammu- 
nition, explosives, gold, cinematographic films, petro- 
leum products, and tobacco, originating in and coming 
from any dollar country may be imported into Ghana 
under open general license, without the authority of a 
specific license. By this action, Ghana’s liberalization 
of imports from the dollar area is brought to the same 
level as that applying to imports from other areas. 
Source: GATT Press Release, Geneva, Switzerland, 

March 23, 1960. 


Fund Executive Board 

Mr. Walter Miiller, Chilean Ambassador to the 
United States, has been elected to succeed Mr. Felipe 
Herrera, formerly Executive Director of the Inter- 
national Monetary Fund for Argentina, Bolivia, Chile, 
Ecuador, Paraguay, and Uruguay, who resigned on 
February 23 to become president of the Inter-American 
Development Bank. 


Mr. André Feuché terminated his duties as Alternate 
Executive Director for France on March 31. 


International Financial News Survey, written by mem- 
bers of the staff of the Fund, is based on material 
published in newspapers, periodicals, official documents, 
and other publications as cited at the end of each note. 
Explanatory material may be added, but no Fund 
editorial comment or opinion. Therefore any views 
expressed are taken from the sources quoted and are not 
necessarily those of the Fund. 
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